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International Currency Policy 


Dr. Holtrop, Governor of the Netherlands Bank and 
Chairman of the Board of Directors of the Bank for 
International Settlements (BIS), stated, at the general 
meeting of the BIS in Basle, that in recent months the 
various monetary systems have attained a high degree 
of uniformity based on a standard long advocated by 
the BIS. The importance of the return to partial con- 
vertibility by a large number of European countries 
would be enhanced by the removal of the administra- 
tive restrictions that today still impede transactions in 
both visibles and invisibles. The recent improvement in 
European reserves and the possibility of a larger second 
line of reserves in the International Monetary Fund 
justifies the hope that liberalization will be carried still 
further. 

The European Payments Union (EPU) has now been 
replaced by the simpler mechanism of the exchange 
market, and so far use has been made of the newly 
established European Fund in only a few instances. 
It is to be hoped, however, that the spirit of coopera- 
tion and of mutual understanding, which had flourished 
under the EPU, will not be weakened. Dr. Holtrop 


IFC Investment in Colombia 

The International Finance Corporation (IFC) an- 
nounced on July 13 an investment of $500,000 in 
Laminas del Caribe, S.A. (LAMINAS), a Colombian 
corporation, to finance a program to improve and 
diversify its fiberboard products. The total cost of the 
improvement program is $625,000. IFC’s investment 
of $500,000 will be in U.S. dollar notes maturing by 
1967 and bearing interest at 7 per cent in dollars and 
additional interest, related to profits up to a maximum 
of 5 per cent, payable in Colombian pesos. In addition, 
IFC will receive an option on shares of the company. 

The commitment is subject to completion of the neces- 
sary legal formalities. 
Source: International Finance Corporation, Press Re- 

lease, Washington, D.C., July 13, 1959. 


Europe 
Trade Policy Negotiations in Europe 


The Premiers of Denmark, Norway, and Sweden 
have announced that their countries are prepared to 
join the so-called “outer seven” nations (see this News 


noted with special satisfaction the quick and effective 
assistance that a number of central banks made avail- 
able to France in recent months when France was again 
subjecting its economy to the influences of international 
competition; it is also satisfactory that, because of the 
effectiveness of its internal measures, France has had 
no need to make use of these credits. 

Past experience, Dr. Holtrop said, has shown that 
the removal of obstacles to the normal flow of interna- 
tional trade and to competition between countries is a 
necessary condition for the return to a situation where 
inflation could be mastered by monetary and credit 
policy. Monetary policy, indeed, cannot check the 
inflationary consequences of an excessive budget deficit, 
nor can inflation be successfully fought by fixing prices. 
Such measures can thrive only in isolation. The evils 
they are intended to deal with are best eliminated by 
the realities of balance of payments deficits and the 
fresh breezes of international competition. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 10, 1959. 


Survey, Vol. XI, p. 398). The Premier of Finland has 
reaffirmed his intention to “consider” participation. 
Representatives of the seven nations will meet in Stock- 
holm July 20 to work out agreement on the plan for 
cooperation in trade matters. 

The four Nordic Premiers made it clear that they 
had dropped plans to form a Nordic Customs Union, 
since agreement has been reached on participation in 
the larger bloc; however, the four countries will 
increase considerably economic and financial coopera- 
tion among themselves. 

The forerunner of the acceptance by the four nations 
of an outer free trade area was an agreement between 
the United Kingdom and Denmark reducing the tariff 
on Danish bacon. The U.K. Government will remove 
the present 10 per cent levy on bacon in two stages. 
The existing duties on butter, eggs, and cheese will 
remain unaltered in spite of Danish pressure for relaxa- 
tion on these items. 


Source: The Journal of Commerce, New York, N.Y., 
July 13, 1959. 
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U.K. Trade 


U.K. exports f.o.b. fell from the record figure of 
almost £300 million in May to £250 million in June, 
the lowest figure so far this year. On the other hand, 
imports c.i.f. rose substantially, to £331 million. After 
allowance for re-exports of £10 million, there was a 
trade deficit of £71 million; this compares with the low 
figure of £1.5 million in May and was the highest since 
last December. 

For the second quarter of 1959, the monthly aver- 
age trade deficit was £36 million, compared with an 
average of £39 million in the first quarter of this year 
and £33 million in the second quarter of 1958. Exports 
in the second quarter of this year were 4% per cent 
above those in the second quarter of last year, after 
allowance for the 1958 dock strike. Imports exceeded 
those in the second quarter of 1958 by 6% per cent. 

For the first half of this year, exports and re-exports 
totaled £1,700 million, £27 million more than a year 
earlier but £57 million less than in January-June 1957; 
imports in the first half of 1959 were £1,930 million, 
compared with £1,845 million in 1958 and £2,099 mil- 
lion in 1957. 


Source: The Financial 
July 11, 1959. 


Times, London, England, 


Foreign Currency Deposits in London 


Sterling’s recent strength in the foreign exchange 
market, where the rate for U.S. dollars has remained 
at about $2.8114, has stemmed mainly from commercial 
demand, but there has been some support for sterling 
on capital account; this support derives largely from 
the growth of foreign currency deposits with London 
banks. Two main types of business are being trans- 
acted. The first is the acceptance of dollar, Swiss franc, 
and other currency deposits by banking houses in Lon- 
don. These are usually for one month, and on such 
dollar deposits London banks have recently been offer- 
ing between 3 and 3% per cent, or considerably more 
than the continental depositors could get at equivalent 
term in New York. The dollars are converted into 
sterling by the London house, and the sterling is lent 
for corresponding periods to local authorities, hire- 
purchase finance houses, or similar borrowers who are 
prepared to pay about 4 per cent for this type of 
accommodation. The exchange risk is covered by a 
forward sale of sterling against the currency in question, 
and a reasonable margin of profits is retained by the 
London banking house. Such deposits, it should be 
noted, are not included in the United Kingdom’s pub- 
lished overseas banking liabilities. They are not ster- 
ling balances. The only sterling liability is between one 
resident and another. 
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The other type of currency deposit business, which 
has acquired considerable importance recently, is the 
borrowing and relending of dollars by London banks. 
At present, New York banks are paying 2% per cent 
on dollar deposits and charging 4% per cent for loans. 
This margin provides scope for brokerage business on 
the part of London banks. They have been taking 
dollar deposits from Swiss, German, and Dutch houses 
and relending the dollars, mainly to Canadian banks 
that are exceptionally short of cash, but also to French 
and Italian banks. This is wholly intermediary business 
which London has been able to attract by reason of its 
network of correspondent banks and agencies. 

The total amount of such currency deposits outstand- 
ing at any time is difficult to estimate since, particularly 
in the second type of such business, the same dollars 
may be lent and re-lent more than once. But it has 
been roughly estimated that the amount outstanding 
may be about the equivalent of $500 million, the major 
part of which would be dollars borrowed and re-lent by 
London banks. Between $100 million and $200 million 
represents currency deposits converted into sterling. 
This is obviously liable to sudden withdrawal, but the 
exchange risk has already been covered in the forward 
exchange operation. 

Source: The Economist, London, England, July 11, 
1959. 


Anglo-German Financial Discussions 

The Anglo-German Economic Committee, which 
meets twice a year, ended a three-day session in London 
on July 2. A communiqué issued after the talks stated 
that economic trends in Germany and Britain were 
reviewed and that consideration was given to problems 
of mutual interest, including that of assistance to coun- 
tries in the process of development. The Committee 
also considered the effects of convertibility and ques- 
tions affecting trade relations between the two countries. 

Following the remarks of the German Finance Min- 
ister after his earlier talks with the U.K. Chancellor of 
the Exchequer, the feeling in London was that immi- 
nent moves were under consideration for the further 
extension of sterling convertibility to residents in 
cooperation with Germany (see this News Survey, 
Vol. XI, p. 398). It is now believed, however, that, 
although these topics were discussed by the two Min- 
isters, the discussion did not take the precise form sug- 
gested in some earlier reports. 
Sources: The Times, London, England, June 29 and 

July 3, 1959. 


French Reserves 

At the beginning of July, the French Ministry of 
Finance decided to publish each month central holdings 
of gold and convertible currencies. On June 30, 1959, 
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the reserves of gold and convertible currencies held by 
the Bank of France and the Exchange Stabilization 
Fund amounted to $1,633.8 million. They had been 
estimated at around $1 billion at the end of 1958. 
Source: Le Monde, Paris, France, July 5-6, 1959. 


Termination of Belgian-Czechoslovak Bilateral Agreement 

The Belgian and Czechoslovak Governments have 
decided to terminate the bilateral payments agreement 
between the two countries which was signed on April 29, 
1955. As from July 1, 1959, Czechoslovakia is included 
in Belgium’s “convertible area” and subject to the pay- 
ments system applied to countries in that area. 
Source: Kredietbank, Weekly Bulletin, Brussels, Bel- 

gium, June 27, 1959. 


Economic Situation in Denmark 

The upswing in economic activity in most of the 
European countries has contributed toward strengthen- 
ing the comparatively favorable economic conditions 
that have prevailed in Denmark since the middle of 
1958. During the first half of 1959, both imports and 
exports were higher than last year, and the terms of 
trade were favorable. Production increased to approxi- 
mately full capacity, and employment was higher than 
ever before in peacetime. At the same time, Denmark’s 
foreign exchange position strengthened, and prices and 
wages did not show the inflationary tendencies often 
present in an expanding economy. 

In the first quarter of 1959, industrial production was 
about 5 per cent higher than in the first quarter of 1958; 
in April it was 8 per cent, and in May 10 per cent, 
greater than a year earlier. The largest increases were 
in the stone, clay, and glass industry (about 30 per 
cent), in the shoe and clothing industry (13 per cent), 
and in the textile industry (10 per cent). 

Agricultural production in the first quarter of 1959 
was about 5 per cent higher than in the same period 
last year, but the increase was less pronounced during 
the latter part of the quarter, and in April production 
was lower than a year earlier. Figures for May, how- 
ever, show an increase over May 1958. In the coming 
months, total agricultural production is expected to be 
influenced by the fact that the harvest this year will be 
smaller than usual. 

As a result of high liquidity and low interest rates, 
building and construction activity has been considerably 
higher than in earlier years. During March and April 
this year, the number of dwelling units started was 
about 50 per cent higher, and the number under con- 
struction about 25 per cent higher, than last year. 

Exports ia the first four months of 1959 amounted 
to DKr 2,915 million (US$422 million), compared with 
DKr 2,834 million ($410 million) in the same period 
last year; and imports were DKr 3,433 million ($497 
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million), compared with DKr 3,053 million ($442 mil- 
lion). Thus, the trade deficit increased from DKr 219 
million ($32 million) to DKr 518 million ($75 
million). 

In contrast to developments in previous years, the 
considerable increase in both production and demand 
in 1959 has not resulted in a drain on foreign exchange 
reserves. In fact, the reserve position has improved; at 
the middle of June, the net foreign exchange holdings 
of the National Bank and the commercial banks 
amounted to DKr 1,365 million ($198 million), com- 
pared with DKr 1,160 million ($168 million) at the 
end of 1958. Over the last two years, the foreign 
exchange position has improved by about DKr 1,600 
million ($232 million). 

Source: Finanstidende, Copenhagen, Denmark, July 3, 
1959. 


Foreign Investment in Norway 

Mr. Trygve Lie, formerly Secretary General of the 
United Nations, has been given a one-year appointment 
from July 1 to devote himself to the problem of the 
financing by foreign capital investment of new industrial 
developments in Norway. In announcing this appoint- 
ment, the Norwegian Prime Minister stated that in the 
next few years there will be a considerable increase in 
the Norwegian working population, which will create a 
need for a large number of new. job opportunities. The 
rationalization and realignment of agriculture and the 
fisheries will make it necessary to seek for further new 
job possibilities. The level of investment is already so 
high in Norway that it cannot be appreciably raised by 
Norwegian efforts, and major developments, such as 
hydroelectric projects, will require capital from abroad. 

An advisory committee consisting of the Minister of 
Finance, the Minister of Commerce, the Governor of 
the Norges Bank, and the President of the Federation of 
Norwegian Industries, with Mr. Lie as Chairman, has 
been appointed for the projects covered by Mr. Lie’s 
terms of reference. Mr. Lie will also travel abroad to 
make the projects known and to endeavor to interest 
foreign investors in them. 
Source: Norges Bank, Bulletin, Oslo, Norway, June 25, 

1959. 


Higher Liquidity Ratios in Sweden 

Sveriges Riksbank recommended on July 8 that the 
commercial banks comply with new increased liquidity 
ratios. The adjustment of the ratios, which vary some- 
what for the different banks, means mainly that the 
ratios have been made to conform with the actual 
liquidity situation at present. 

The purpose of the increase is to prevent the banks 
from using their present liquidity for a continued expan- 
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sion of credit, which the Riksbank deems undesirable 

under the present economic conditions. In the first five 

months of 1959, commercial bank credit rose by 

SKr 750 million (US$145 million), or by more than 

6 per cent. 

Source: Svenska Dagbladet, 
July 10, 1959. 


Reduction of Business Taxes in Sweden 

The rates of income tax payable by joint stock com- 
panies and economic associations in Sweden are to be 
reduced as from January 1, 1960 from 50 per cent to 
40 per cent for joint stock companies and from 40 per 
cent to 32 per cent for economic associations, i.e., to 
the rates prevailing prior to the increase introduced in 
1955. When the company tax was raised on July 1, 
1955, it was regarded as an anti-inflationary measure; 
it was then stated that the revenue from the additional 
tax would be paid into a special account at the Riksbank 
and would not be used to meet current government 
expenditure. However, the higher tax rates were kept 
in force even during the recession of 1957-58. The 
reduction now introduced is regarded as compensation 
for the companies’ liability to pay their employees’ sup- 
plementary pension premiums as from 1960 (see this 
News Survey, Vol. XI, p. 376). 

The abolition of the additional tax will mean an 
annual loss of some SKr 200 million in government 
revenue. The premiums for supplementary pensions 
during 1960 will be SKr 480 million, most of which will 
be borne by the companies. Premium payments will 
then rise by some SKr 200 million per annum and, on 
the assumption that the income level remains unchanged, 
will amount to SKr 1,320 million in 1964. 

Source: Svenska Handelsbanken, Index, Stockholm, 
Sweden, No. 5, 1959. 


Bank Deposits in Finland 

Total term deposits in the credit institutions in Fin- 
land increased in 1958 by Fmk 46.5 billion (US$145 
million), and the improvement has continued this year, 
deposits expanding in the first five months of 1959 by 
Fmk 27 billion, or by Fmk 8 billion more than in the 
corresponding period last year. In 1956, the increase in 
term deposits had been less than the amount of interest 
credited; and in 1957, the rise was only Fmk 16 billion. 

One of the main factors contributing to the recent 
increase has been the growth of foreign exchange 
reserves. The Bank of Finland’s holdings of gold and 
foreign exchange are now some Fmk 40 billion higher 
than immediately after the devaluation and are com- 
parable with those of the other Nordic countries. The 
decline in business activity last year, which made it less 
necessary for firms to hold liquid reserves, was another 


Stockholm, Sweden, 


INTERNATIONAL FINANCIAL NEws SuRvVEY, July 17, 1959 


factor responsible for the rise in bank deposits. More- 
over, the public’s confidence in saving via banks was 
strengthened by the stable level of prices, and this 
increased confidence is reflected in the fall in index-tied 
deposits. Total deposits, including current accounts, at 
banks and other credit institutions rose by about Fmk 50 
billion last year; and so far this year they have 
expanded by a further Fmk 31 billion, compared with 
Fmk 19 billion in the corresponding period in 1958. 
The rise in deposits has been most marked at the com- 
mercial banks, which have used the increased deposits 
mainly to strengthen their liquidity by reducing their 
rediscounting at the Bank of Finland. Loans granted by 
the credit institutions tc. business and private customers 
increased by Fmk 38 billion, or nearly 10 per cent, in 
1958; so far this year they have risen by nearly Fmk 24 
billion. 

Source: Hufvudstadsbladet, Helsinki, Finland, July 2, 

1959. 


Production in Italy 

In the Annual Report of the Bank of Italy for 1958, 
Dr. Donato Menichella, the Governor of the Bank, said 
that Italy’s national income had increased by 4.1 per 
cent in 1958. This increase, however, was influenced 
especially by favorable agricultural conditions, which 
had increased agricultural production by more than 
11 per cent. The increase in industrial production, 
which was 2.7 per cent in 1958 in contrast to 7.1 per 
cent in 1957, was only slightly higher than the average 
for all OEEC countries. ; 

During the eight-year period from 1950, however, 
when postwar reconstruction may be said to have been 
completed, Italy’s average annual rate of expansion of 
gross fixed investment, 7.8 per cent, was exceeded 
among the OEEC countries only by West Germany, 
where it was 8.5 per cent. The comparable ratio for 
France was 5.6 per cent, for the United Kingdom, 4.1 
per cent, and for Belgium, 0.8 per cent. In comparison 
with the prewar period, the increase in industrial pro- 
duction in Italy (131 per cent above 1938) is greater 
than in any other OEEC country. 

The Italian Government has announced its intention 
of adopting further measures to give an effective stim- 
ulus to the recovery of production, with the objective 
of safeguarding monetary stability and without losing 
sight of the structural changes envisaged in the Vanoni 
development plan. Italy’s economy is now in a position 
to sustain an additional investment effort, taking ad- 
vantage in particular of the favorable balance of pay- 
ments situation, and such an effort would be fully 
supported by the credit system. 

Source: Bank of Italy, Annual Report, 1958, Rome, 
Italy, May 30, 1959. 
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Middle East 
Easing of Import Restrictions in the Sudan 


The Sudan has placed on open general license the 
import of certain essential goods, including tea, grey 
cloth, other textiles, and. raw materials for domestic 
industries. Specific licensing is being continued, how- 
ever, for a list of 121 commodities, including flour, 
butter, woolen cloth, timber, cement, machinery, cars, 
and household equipment. 

The relaxation of restrictions, covering goods which 
had become scarce on the domestic market, was made 
possible by an improvement in cotton sales and the 
over-all foreign trade position of the Sudan. During the 
period January-April 1959, exports amounted to 
LSd 19.2 million, and imports were LSd 13.2 million. 
Thus there was a trade, surplus of LSd 6.0 million, in 
contrast to a deficit of LSd 2.4 million in the same 
months of 1958. The relaxation of restrictions is also 
related to the recent increase in import duties (see this 
News Survey, Vol. XII, p. 14). 

Source: Middle East Economic Digest, London, Eng- 
land, July 10, 1959. 


Imports of Automobiles in Saudi Arabia 

Saudi Arabia’s prohibition of the import of automo- 
biles was terminated on May 14, 1959 upon expiration 
of the six-month extension of the embargo originally 
imposed in May 1958 (see this News Survey, Vol. XI, 
p. 249). Shortly thereafter, the customs duties on pas- 
senger cars valued at SR 18,000 or US$4,800, or more, 
were increased by an additional 15 percentage points. 
The duties previously levied were 22 per cent ad 
valorem on trucks, buses, and station wagons, and 33 
per cent on passenger Cars. 

Termination of the embargo on automobile imports 
is a further indication of the success of the year-old 
program of financial reform in Saudi Arabia. The 
Government’s debt to the Saudi Arabian Monetary 
Agency was reduced by more than SR 300 million dur- 
ing the last 18 months, and the exchange rate strength- 
ened to about SR 4.90 per U.S. dollar at the middle 
of June. 


Sources: The Manchester Guardian, Manchester, Eng- 
land, June 19, 1959; Department of Com- 
merce, Foreign Commerce Weekly, Washing- 
ton, D.C., June 29, 1959. 


Investment Inducements in Israel 

A revis-d Bill for the Encouragement of Capital 
Investmei., presented to the Knesset on June 15, is 
intended to offer substantial new inducements to inves- 
tors in Israel. An investor will be permitted to repatri- 
ate the whole of the profits from his enterprise, instead 
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of being limited as heretofore to 10 per cent of the 
investment in any one year. Recipients of dividends 
from approved enterprises will be exempt from income 
tax for five years, and after five years the maximum 
rate of income tax on dividends will be 25 per cent. 

Imports of building materials, machinery, and equip- 
ment for the erection of a new enterprise will no longer 
need the special approval of the Minister of Finance, 
though a permit from the Minister of Commerce and 
Industry will be required where such goods are also 
produced in Israel. 


Source: Israel Information Office, Israel Digest, New 
York, N.Y., June 26, 1959. 


Iraq and the Sterling Area 


Commenting upon Iraq’s decision to leave the ster- 
ling area (see this News Survey, Vol. XII, p. 4), the 
Times states that, now that sterling is convertible on 
external account, Iraq has little incentive to alter its 
existing use of sterling as the form in which it main- 
tains its reserves, though its sterling holdings, about 
£90 million, are likely to be drawn down over a longer 
period in order to finance economic development, which 
in the view of the Iraqi Government has been proceed- 
ing at much too slow a rate. Press reports indicate that 
the Iraqi Government may decide to keep a larger pro- 
portion of reserves in gold, continuing a process that 
has been under way for some time; however, a large 
part will have to remain as sterling working balances 
unless there is a radical change in the pattern of the 
country’s trade. 


Iraq is one of the few countries that has nothing 
direct to gain from the sterling area because it has so 
far been able to finance its own development, and as a 
non-Commonwealth country it has not participated in 
meetings, such as the Montreal conference, where eco- 
nomic matters have been discussed. 


Sources: The Times and The Financial Times, London, 
England, June 23, 1959. 


Far East 
Government of India Loans 


Total subscriptions to the two Government of India 
loans which opened for subscription on July 1 and 
were Closed the next day amounted to Rs 1.84 billion 
(US$386 million); Rs 1.03 billion was subscribed to 
the 3% per cent bonds 1969 and Rs 0.81 billion to 
the 4 per cent loan 1979 (see this News Survey, Vol. XI, 
p. 403). Of the total subscriptions, conversions 
amounted to Rs 0.89 billion. Since the outstanding 
amount in respect of the loans that were offered con- 
version terms was Rs 1.20 billion, net borrowing by the 
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Government through these two loans amounts to about 
Rs 0.64 billion. 


The Hindu, Madras, India, July 4, 1959. 
U.S. Economic Assistance to Burma 


Pursuant to a request of the Burmese Government, 
the United States has offered to make available over 
the next four years up to $30 million toward the foreign 
exchange costs of the construction of a highway con- 
necting Rangoon with central Burma and of dormitory- 
classroom facilities at the University of Rangoon. The 
Burmese Government will cover, from loans and other 
sources, the foreign exchange costs that exceed the U.S. 
contribution and also the local currency costs of the 
projects. The United States is prepared to assist in 
financing a portion of these local currency costs by 
providing the equivalent of US$6 million in Burmese 
currency derived from sales to Burma under the Sur- 
plus Agricultural Commodities Program (P.L. 480). 
Source: Department of State, Press Release, Washing- 

ton, D.C., July 6, 1959. 


Source: 


Removal of Dollar Discrimination by Malaya 

The Government of the Federation of Malaya has 
announced that from August 1, 1959 all discriminatory 
restrictions on direct imports of U.S. goods will be 
lifted. This action is in accordance with the under- 
standing reached last year at the Montreal conference 
of Commonwealth countries (see this News Survey, 
Vol. XI, p. 212). 

Dollar goods will be given the same licensing treat- 
ment as goods imported from Western European coun- 
tries, and the re-export of dollar goods from the ware- 
house port of Penang, which is outside the principal 
customs area of the Federation, will be permitted. The 
liberalization will enable Malayans to obtain directly 
goods which at present are imported through Hong 
Kong; this will reduce the cost of such goods by 5 to 
7 per cent, the amount at present absorbed by agents 
in Hong Kong. The Government's statement said that 
the retention of dollar restrictions is no longer justified 
in view of the improved position of sterling and the 
fact that Malaya is not in foreign exchange difficulties. 
Source: The Journal of Commerce, New York, N.Y., 

July 14, 1959. 


Rice and Rubber Exports of Cambodia 

Cambodia's rice and rubber exports continued to 
increase during 1958, rice exports rising from 231,000 
tons, valued at 670 million riels, to 254,000 tons, valued 
at 776 million riels, and rubber exports increasing from 
35,000 tons, valued at 572 million riels, to 37,000 tons, 
valued at 615 million riels. Malaya was the largest 
customer for rice, taking 98,000 tons; next in import- 
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ance were the franc area (86,000 tons), Hong Kong 
(55,000 tons), the Philippines, and Czechoslovakia. 
The United States remained the most important cus- 
tomer for rubber, taking 28,000 tons, followed by 
France (6,000 tons), Malaya (2,000 tons), West Ger- 
many, and the United Kingdom. 


Source: Marchés Tropicaux et Méditerranéens, Paris, 
France, April 11, 1959. 


Budget of Viel-Nam 

The National Assembly of Viet-Nam voted on June 3 
the first amendment to the 1959 budget, increasing total 
expenditure by YN$282 million, to VN$15.28 billion 
(including foreign military aid but excluding foreign 
economic aid). The amendment apportions among 
military and development expenditures VN$282_ million 
of additional tax receipts. carried over from 1958. 
Military expenditures are increased by VN$131 mil- 
lion and development expenditures by VN$151 mil- 
lion. Funds earmarked for development will be used 
to create additional land development centers for rais- 
ing industrial crops, to complete some projects initiated 
in 1958, and to subsidize various autonomous govern- 
ment agencies, including the Atomic Energy Office. 
Source: The Times of Viet-Nam, Saigon, Viet-Nam, 
June 13, 1959. 


Completion of Japan's Reparations Agreements 

With the signing of the reparations agreement with 
the Republic of Viet-Nam on May 13 (see this News 
Survey, Vol. XI, p. 379), Japan completed the fulfill- 
ment of the reparations obligations of Article 14 of the 


San Francisco Peace Treaty. At San Francisco, most 
of the countries with which the Treaty was signed 
renounced their right to reparations, and it was agreed 
that reparations obligations would apply only to Burma, 
the Philippines, Indonesia, and Indo-China, as it was 
then. The total reparations burden assumed by Japan 
is equivalent to nearly £367 million. To Burma, £72 
million is payable over ten years; to Indonesia, £80 mil- 
lion is payable in 12 years (not including a trade balance 
of £64 million which was written off); to the Philip- 
pines £198 million payable over 20 years; and to Viet- 
Nam £14 million payable in five years. Japan has also 
undertaken to pay £1 million to Laos in two years and 
£2.5 million to Cambodia in three years, in recognition 
of the renunciation of reparations claims by these 
countries when they became independent. The average 
annual reparations burden amounts to £27 million, 
which last year meant 0.3 per cent of Japan’s national 
income. Japan also has to provide for the settlement 
of prewar dollar, sterling, and franc loans amounting to 
about £81 million, compensation to allied prisoners of 
war and interned civilians, and cancellation of the spe- 
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cial yen accounts set up in occupied territories for the 
issue of military yen. For the last purpose, Japan has 
just finished paying about £5 million to Thailand and 
has pledged nearly £10 million in economic cooperation. 
It has been reported recently that the Japanese Govern- 
ment has agreed to a request of the Government of 
Burma that its Treaty with that Government be re- 
examined. 

Of the total amount due, nearly £29 million has been 
paid to Burma, £24 million to the Philippines, and 
nearly £5 million to Indonesia. 

Sources: The Times, London, England, June 25, 1959; 
The Journal of Commerce, New York, N.Y.., 
June 29, 1959. 


Philippine Exports of Copra and Coconui Oil 

Philippine exports of copra during the first five 
months of 1959 were 187,848 tons, about 37 per cent 
less than the 296,134 tons exported in the same period 
of 1958. The decrease was principally in shipments to 
the Netherlands, Colombia, West Germany, Sweden, 
Belgium, and France. Sales to the United States, the 
largest single market, increased somewhat. 

Exports of coconut oil this year were 25,090 tons, 
almost one third below the 36,233 tons shipped in the 
same period of 1958. The decline was most pronounced 
in shipments to the United States. 

Sources: Department of Agriculture, Foreign Crops 


and Markets, Washington, D.C., June 15 and 
22, 1959. 


United States and Canada 


Employment Situation in the United States 

U.S. employment rose in June by 1.3 million persons, 
to 67.3 million. Since February, the increase has 
amounted to 4.6 million, one of the largest expansions 
since World War II, according to a report of the Depart- 
ment of Labor. Farm employment in June was 823,000 
higher than in May, and manufacturing employment 
rose by 234,000, largely as a result of an increase in 
the durable goods industries. However, factory employ- 
ment was still 400,000 below the June 1957 level. 

Unemployment rose almost 600,000 in June, to 
about 4 million; this increase was primarily seasonal, 
resulting from the entry of a large number of students 
into the labor force. The rate of unemployment, on a 
seasonally adjusted basis, was unchanged from May at 
4.9 per cent of the labor force. Unemployment among 
older workers and those unemployed for 15 weeks or 
more continued to decline. 
Source: The Journal of Commerce, New York, N.Y., 

July 15, 1959. 


Canada’s Foreign Trade 

Canada’s trade deficit in the first five months of 1959, 
at $400 million, was more than double the deficit in 
the same period in 1958. Imports advanced 8 per cent, 
to $2.3 billion, and exports fell nearly 3 per cent, to 
$1.9 billion. Exports to the United States continued to 
rise; in the five-month period of 1959 they were $1.2 
billion, 4 per cent more than a year ago. But imports 
from the United States in the same period amounted to 
$1.6 billion, and the trade deficit was about $50 million 
higher than in the first five months of 1958. Imports 
from the United Kingdom and other Commonwealth 
countries increased moderately, while exports to the 
United Kingdom remained almost unchanged, and 
exports to other Commonwealth countries were reduced 
by more than $20 million, or almost 20 per cent; con- 
sequently, the trade surplus with the United Kingdom 
and the Commonwealth countries taken together, at 
$80 million, was $40 million less than last year. With 
exports to “all other countries” reduced sharply and 
imports increased, the balance of trade with this area 
shifted from a surplus of $80 million to a deficit of 
almost $60 million. 
Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, June 30, 1959. 


Latin America 


Costa Rica’s Exports 

Costa Rica’s exportable coffee crop for 1958-59 is 
estimated at 760,000 bags, 11 per cent more than in 
1957-58. An increased volume of sales in 1958 more 
than offset the effects of falling prices, so that the value 
of coffee exports in 1958 was at a record figure of 
$50 million. Sales are likely to be smaller in 1959, 
under the terms of the Inter-American Coffee Agree- 
ment, and prices also are lower. 

Favorable cacao prices have stimulated production 
in Costa Rica, and the 1958-59 crop is estimated at 
9,000 metric tons, 17 per cent more than in 1957-58. 
Output of cotton is also expanding. Fresh and pack- 
aged meat exports are gaining in importance, and this 
year more than 40,000 head of cattle will be imported 
from Nicaragua to meet Costa Rica’s export require- 
ments. 

Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., Second 
Quarter 1959. 


Economic Conditions in Ecuador 

Partly because of continued tight credit conditions in 
Ecuador, domestic business has been sluggish. Gold and 
foreign exchange holdings in mid-May amounted to 
$30.4 million, an increase of $9.1 million since a year 
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earlier. Licenses for exports in the first four months of 

1959 were 6 per cent greater than in the first four 

months of 1958, increased sales of bananas and cacao 

more than offsetting a decline in coffee exports. 

Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., Second 
Quarter 1959. 


Other Countries 


British Capital in Australia 

Pointing out the significant role played by U.K. 
capital in the development of Australia, the Australian 
Minister for Trade said that more than 400 U.K. com- 
panies were established as manufacturers in Australia 
or were financially associated with Australian manu- 
facturing concerns; also, much of the postwar U.K. 
investment has been in manufacturing as distinct from 
such traditional fields as mining and insurance. 

From 1947-48 to 1956-57, private investment in 
Australian companies by overseas companies totaled 
about £A 712 million (about £569 million), of which 
£A 456 million was provided by U.K. interests. Of 
this last figure, more than £A 100 million represented 
undistributed income ploughed back by Australian 
subsidiaries and branches. 

Source: The Times, London, England, July 8, 1959. 


South African Loan Agreement 

A loan agreement under which the Chase Manhattan 
Bank of New York made a revolving credit of up to 
$8.5 million available to the Industrial Development 
Corporation of South Africa was signed on July 9. 
The Corporation, in which the Government holds all 
the shares, finances private enterprise to establish and 
expand industries in South Africa. 

The Chase Manhattan Bank has only recently opened 
business in South Africa; this new loan agreement raises 
the total of loans made available to South Africa to 
$18.5 million. On July 1, the Minister of Finance had 
announced in Parliament a loan for $10 million by 
the Chase Manhattan Bank. 

Sources: The Financial Times and The Times, Lon- 
don, England, July 10, 1959. 


Bank of Morocco 


The note-issuing privileges of the Banque d’Etat du 
Maroc will be terminated on July 1, 1959, when a new 
state agency, the Banque du Maroc, will be established 
in Rabat. The new Bank will be the financial counsel- 
lor of the Moroccan Government and the agent of the 
Treasury for all credit operations. Its principal role 
will be that of a “banker’s bank,” and, although making 
no direct loans, it will lend to other banks and help 
public, semipublic, and mutual loan agencies covering 
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the agricultural, industrial, and handicraft sectors of 
the economy. 

The Bank will be directed by a Governor appointed 
by decree. In case of divergence of views between the 
Government and the Bank, the legislature will be the 
arbitrator. State control of the Bank will be further 
assured by the appointment by decree of two censors. 

The Bank will be required to maintain a gold reserve 
equal to one ninth of its note issue. Its capital is to be 
MF 2 billion, all of which will be subscribed by the 
Government. 

Source: Embassy of Morocco, Press Release, Wash- 
ington, D.C., June 21, 1959. 


Import Restrictions in Ghana 
On July 10, the Government of Ghana announced 
moves to liberalize imports from the dollar area. Goods 
that can now be imported without specific license 
include motor vehicles and spare parts, newsprint, 
tractors, earthmoving machinery, and timber machin- 
ery with appropriate spare parts. 
London, 


Source: The Financial Times, 


July 11, 1959. 
Exchange Control in the West Indies 


The West Indies House of Representatives has 
passed a bill to establish a single system of exchange 
control in the federal area in place of the separate 
system of territorial control now in operation. The 
bill embodies a model Exchange Control Ordinance 
and is therefore similar to the U.K. Exchange Control 
Act of 1947. There will henceforth be no restrictions 
on the movement of currency or prescribed articles, 
such as gold and precious stones, within the Federa- 
tion. Exchange control procedures will be simplified, 
and arrangements have been made for a senior Bank 
of England official to assist the Federal Government 
in this connection. 

Source: Barclays Bank D.C.O., Overseas Review, 
London, England, June 1959. 
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